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Mave you recently made any $200,000 decisions
that affect the well-being of your family? All
professional military members face such a decision
shortly before they retire, when they must decide
whether they wish to participate in the Survivor
Benefit Plan and, if they elect to do so, to what
extent. Participation in the plan may cost the
military member thousands of dollars. Failure to
participate may cost a member's survivors several
hundred thousand dollars. About 75 percent of the
officers and 40 percent of the enlisted members
retiring from the armed services elect to take part
in the Survivor Benefit Plan.

The decision to participate is solely the respon-
sibility of the military member and his spouse.
This study seeks to contribute to a more informed
decision; it does not make a recommendation for
or against participation, To understand the
economic ramifications of the decision a member
needs to understand how the Survivor Benefit Plan
functions, how it interfaces with the Social Secu-
rity system, and how the social security offset for
SBP benefits works.

To further such an understanding, the authors
will briefly discuss the major features of the SBP
system and the computation of its benefits, explain
the computation of social security benefits based
on military service, and demonstrate the SBP
social security offset. Because of the many pos-
sible scenarios which can exist for SBP and social
security benefits, this study addresses only the
basic requirements of these systems. For the sake
of simplicity, it assumes a nondisability retirement
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and no dependent children. Further, to avoid
cumbersome, duplicative references, the authors
of this study assume male retirees and female
spouses. The reader may wish to reverse these
roles.

The plan itself

On October 10, 1980, President Carter signed
into law Senate Act 91 which amended the law re-
garding the Survivor Benefit Plan. The major
provisions of the new law allow the surviving
spouse to receive at least 60 percent of the SBP
annuity, even after the social security offset, and
make the method for determining the cost to a
military member the same as for a civil servant.

Under the SBP, a member's designated survi-
vors receive a monthly annuity, which is always 55
percent of some base amount. The member may
elect as a base amount his gross retirement pay (the
maximum base), $300 (normally the minimum
base), or some amount in between.

The SBP annuity costs are deducted directly
from the member's monthly retirement pay. At the
time of SBP election, the cost for spouse-only
coverage is 2 Vi percent of the first $300 of the base
amount, plus 10 percent of any remainder in the
base amount. Thus, for example, the monthly SBP
cost for a $1,000 base amount would be 2l/2 per-
cent of $300 plus 10 percent of $700, or $77.50.
Coverage for dependent children is available for
only minimal additional cost.

Military retirement pay is subject to periodic
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